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A. REGISTRANT IDENTIFICATION
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Baron & Baron LLP
(Name - if individual, state last, first, middle nome) (‘st oM
, £S AND EXCHARCF “(AtNt o
381 Park Avenue South, Suite 1520 New York _ SECHRITY oECENED) 016
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*Clgims for exemption from the requirement that the annual repori be covered by the opinion of an independent public accountant
must be supported by a sigtement of facts end circumstances relied on as ihe basis for the excmption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION

I, Ken Levine , swear (o1 affirm} that, 1o the best of
my knowledge and beliel the accompanying financial stalement and supporling schedules pertaining to the firm of

First Equity Capital Securities, Inc. , 35
of December 31 , 2007 ~, are true and correct. | further swear (or affirm) that

neither the company nor any pariner, proprietor, principal officer or director has any propriclary interest in any account
classified solely as thal of a customes, excepl as follows:

TAA A 8

Signalure

e o
Title

QM;@.%&@Z/ ‘2';/ 1
Notary Publi

This report ** contains (check all applicable boxes):

& (a) Facing Page.

&1 (») Statement of Financial Condition.

& (¢) Statement of Income {Loss).

® (d) Statement of Changes in Financial Condition.

Bl (c) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprictors” Capitel.

K (D) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

& {g) Computation of Net Capita).

) (h) Computation fer Determination of Reserve Requirements Pursuant 1o Rule 15¢3-3.

& (i) information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

& (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirememts Under Exhibit A of Rule 15¢3-3.

[J (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect 10 methods of
consolidation.

B (0 An Oath or Affirmation,

O (m) A copy of the SIPC Supplemental Report.

{J (n) Areportdescribing any material inadequacies found 1o exist or lound 10 have exisied since the dale of the previous audil.

& (0) Independent Auditors' Supplementary Repon on (nterna! Accounting Control

**For conditions of confidential treaiment of ceriain portions of ihis filing, see section 240.17a-5(e}(3).
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BARON & BARON, LLP
Centiflied Public Accountants

381 Park Avenue South, Suite 1520

New York, NY 10016

Tel (212) 586-8070 » Fax (212) 265-0059

Board of Directors
First Equity Capital Securities, Inc.
Short Hills, NJ

We have audited the accompanying balance sheet of First Equity Capital Securities, Inc. as of
December 31, 2007 and the related statements of operations, stockholder’s equity, cash flows and
changes in liabilities subordinated to creditors for the year then ended. These financial statements are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require thal we plan and perform the audit 10 obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statemenl presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of First Equity Capital Securities, Inc. as of December 31, 2007, and the results of
their operations and their cash flows for the year then ended in conformity with generally accepted
accounting principles. '

Our audit was conducted for the purpose of expressing an opinion on the basic financial stalements
taken as a whole. The information contained on pages 8 through 10, inclusive, is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rules 15¢3-1, 15¢3-3 and 17a-5 of the Securities and
Exchange Commission. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects
in relation to the basic financial statements taken as a whole.

New York, NY
January 19, 2008
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FIRST EQUITY CAPITAL SECURITIES, INC.
BALANCE SHEET

DECEMBER 31, 2007

ASSETS
Current assets:
Cash and cash equivalents
Prepaid expenses and other assets

LIABILITIES AND STOCKHOLDER’S EQUITY

Current liabilities:
Accounts payable and accrued expenses

Stockholder’s equity:
Common stock, $.01 par value; 100 shares
authorized; 10 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total stockholder’s equity

Total liabilities and stockholder’s equity

The accompanying notes are an integral part of the financial statements.
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$ 106,623

6,033

3 112,656

$ 12274

]
270,307

{169,926)

100,382

$112,656




FIRST EQUITY CAPITAL SECURITIES, INC.
STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2007

Revenues:
Commissions
Interest income

Expenses:
Occupancy and equipment rental
Professional fees
Telephone and communications
Travel and entertainment
Insurance
Other operating expenses

Income before provision for income taxes
Provision for income taxes

Net income

The accompanying notes arc an integral part of the financial statements.
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$159,412

— 1285

160,637

17,000
16,620

5,095
17,684
23,786

30,973
111158

49,539
837

£.48.702




FIRST EQUITY CAPITAL SECURITIES, INC.
STATEMENT OF STOCKHOLDER'S EQUITY

YEAR ENDED DECEMBER 31, 2007

Page 4

Additional
Common Paid-in Retained
Total Stock Capital Earnings
January I, 2007 $ 41,680 $1 $260,307 $(218,628)
Capital contributions 10,000 - 10,000 -
Net income 48,702 = - 48.702
December 31, 2007 $1003%2 $1 5200307 $(60.926)

The accompanying notes are an integral part of the financial statements.
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FIRST EQUITY CAPITAL SECURITIES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2007
Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net
cash provided by operating activities:
Changes in assets and liabilities;
Prepaid expenses and other assets
Accounts payable and accrued expenses

Net cash used by operations

Cash flows from financing activities:
Capital contributions

Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplementary disclosure of cash flow information:

Cash paid during the period for:
Income taxes

The accompanying notes are an integral part of the financial statements,
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$ 48,702

297
(12.317)
36,682

10,000

$300
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FIRST EQUITY CAPITAL SECURITIES, INC.
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO GENERAL CREDITORS
YEAR ENDED DECEMBER 31, 2007

Subordinated borrowings at January 1, 2007 $ -0

Subordinated notes issued or paid in 2007 -0-

Subordinated borrowings at December 31, 2007 3 -0

The accompanying notes are an integral part of the financial statements.
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FIRST EQUITY CAPITAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007
Organization:

The Company was incorporated in the Stiate of New York on May 28, 1993 to engage in the
brokerage and invesiment advisory business.

Significant accounting poticies:
a. Revenue recognition:

Consulting and advisory fee revenue was recognized when services provided were
substantially completed.

Transactions in securities and related commission expense are recorded on a trade date
basis.

Securities owned are stated at quoted markel values. Investments not readily marketable
were valued at fair value as determined by the Board of Directors. Unrealized gains and
losses are included in results of operations.
b. Income taxes:

The Company, with the consent of its stockholders, has elected to have its income taxed as
an “S” corporation under the Intenal Revenue Code which provides that, in lieu of
corporate income taxes, stockholders are taxed individually on the Company’s taxable
income.

¢.  Organization costs:

Organization costs are amortized over a five-year period on a straight-line basis beginning
January 1, 1993.

d. Cash and cash equivalents:

Cash and cash equivalents include time deposits, certificates of deposit and all highly
liquid debt instruments with original maturities of three months or less.

e. Propenty and equipment:
Property and equipment are stated at cost. Depreciation is computed over the useful lives

of the assets using both the straight-line and declining balance methods. Expenditures for
repairs and maintenance are charged to operations in the period incurred.
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FIRST EQUITY CAPITAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007
Net capital requirements:

As a registered broker/dealer, the Company is subject to the Securities and Exchange
Commission’s net capital rule which requires that the Company maintain a minimum net capital
as defined, of 12.5% of aggregate indebtedness during the Company’s first twelve months in
business, or $5,000, whichever is greater. The Company agreed Lo maintain 120% of its
minimum net ¢apital requirements, or $6,000, in accordance with SEC Rule 17a-11(b)(1).

Net capital and aggregate indebtedness change from day-to-day, but, as of December 31, 2007,
the Company had net capital of $94,349 which exceeded requirements by $89,349.

Pension plan:

The Company sponsors a profit sharing plan which covers all employees meeting the age and
length of service requirements of the Plan. Contributions to the Plan are at the discretion of the
Company’s Board of Directors. Pension ¢xpense charged to operations for the year ended
Decemnber 31, 2007 was $0.




FIRST EQUITY CAPITAL SECURITIES, INC.

COMPUTATION OF NET CAPITAL REQUIREMENTS
PURSUANT TO RULE 15¢3-1

DECEMBER 31, 2007

Credits:

Stockholder’s equity
Debits:
Nonallowable assets:
Prepaid expenses and other assets

Net capital

Minimum net capital requirements - greater of
12.5% of aggregate indebtedness or $5,000

Net capital in excess of requirements
Ratio of aggregate indebtedncss to net capital

Aggregate indebtedness:
Accounts payable and accrued expenses
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$100,382

$12.274
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FIRST EQUITY CAPITAL SECURITIES, INC.

COMPUTATION FOR DETERMINATION OF THE RESERVE
REQUIREMENTS AND INFORMATION RELATING TO
POSSESSION OR CONTROL REQUIREMENTS FCR
BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3

DECEMBER 31, 2007

The Company does not effect transactions for anyone defined as a customer under Rule 15¢3-3.
Accordingly, there are no items to report under the requirements of this rule.
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FIRST EQUITY CAPITAL SECURITIES, INC.

RECONCILIATION OF THE AUDITED COMPUTATION OF
NET CAPITAL AND FOCUS REPORT - PART 1A
PURSUANT TO RULE 17a-5

DECEMBER 31, 2007

There is no difference between the audited computation of net capital and the corresponding Focus
Report - Part 1A,
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FIRST EQUITY CAPITAL
SECURITIES, INC.

INDEPENDENT AUDITORS'
SUPPLEMENTARY REPORT ON
INTERNAL ACCOUNTING CONTROL

DECEMBER 31, 2007




Al A A A A A4 A A A A A A A A d A A A Al _ o o 44t 4 Ao A A AL A8l o a o

“ Page 13
BARON & BARON, LLP
Certified Public Accountants
381 Park Avenue South, Suite 1520
New York, NY 10016
Tel (212) 586-8070 » Fax (212) 265-0059

INDEPENDENT AUDITORS' SUPPLEMENTARY REPORT
ON INTERNAL ACCOUNTING CONTROL

Board of Directors
First Equity Capital Securities, Inc.
Short Hills, NJ

In planning and performing our audit of the financial statements of First Equity Capital Securities,
Inc. for the year ended December 31, 2007 we considered its intemal control structure, inctuding
procedures for safeguarding securities, in order to determine our auditing procedures for the purpose
of expressing our opinion on the financial statements and not 10 provide assurance on the internal
control structure.

We also made a study of the practices and procedures followed by the Company in making the
periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and the
procedures of determining compliance with the exemptive provisions of Rule 15¢3-3. We did not
review the practices and procedures followed by the Compary in making the quarterly securities
examinations, counts, verifications and comparisons, and the recordation of differences required by
Rule 172-13 or in complying with the requirements for prompt payment for securities under Section 8
of Regulation T of the Board of Governors of the Federal Reserve System, because the Company
does not carry sccurity accounts for customers or perform custodial functions relating to customer
securities.

The management of the Company is responsible for establishing and maintaining an internal controt
structure and the practices and procedures referred 1o in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required 10 assess the expected benefits
and related costs of internal control structure policies and procedures and of the practices and
procedures referred to in the preceding paragraph and to assess whether those praclices and
procedures can be expected to achieve the Commission’s above-mentioned objectives. Two of the
objectives of an internal control structure and the practices and ptocedures are 1o provide
management with reasonable, but not absolute, assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that transactions
are exccuted in accordance with management’s authorization and recorded properly to permit
preparation of financial statements in conformity with generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.
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Because of inherent limitations in any internal control structure or the practices and procedures
referred 1o above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject 10 the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in which the
design or operation of the specific intemal control structure elements does not reduce 10 a relatively
low level the risk that errors or irregularities in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, we noted no
matiers involving the internal control structure, including procedures for safeguarding securities, that
we consider i0 be material weaknesses as defined above.

We understand that practices an¢ procedures that accomplish the objectives referred to in the second
paragraph of this report, arc considered by the Commission to be adequate for its purposes in
accordance with the Securiies Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a matenal
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2007 to meet the Commission’s
objectives.

This report recognizes that it is not practicable in an organization the size of the Company’s to
achieve all the divisions of duties and cross-checks generally included in a system of internal
accounting control and that alternatively greater reliance must be placed on surveillance by
management.

‘This report is intended solely for the use of management, the Securities and Exchange Commission,
the National Association of Securities Dealers, Inc. and other regulatory agencies which rely on Rule

17a-5(g) under the Securities Exchange Act of 1934, and should not be used for any other purpose.

ew York, NY
January 19, 2008




